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SUBJECT:CANADIAN NATURAL GAS 

1 . DEPARTMENT REGRETS DELAY IN FORWARDING FOLLOWING 
LETTER DATED FEBRUARY 9 FROM SENATOR HUBERT H. HUMPHREY, 
CHAIRMAN, JOINT ECONOMIC COMMITTEE FOR AMBASSADOR. QUOTE: 

HONORABLE THOMAS O. ENDERS 
AMBASSADOR TO CANADA 
UNITED STATES DEPARTMENT OF STATE 
2201 C STREET. N.W. 

WASHINGTON, D.C. 20520 

DEAR AMBASSADOR ENDERS: 
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THE MAJOR CANADIAN-AMERICAN ENERGY ISSUE INVOLVES NATURAL 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


GAS. CANADA WILL HONOR EXISTING NATURAL GAS CONTRACTS 
ON A SEASON BY-SEASON BASIS. FRANK ZARB INDICATED ON 
FEBRUARY 5TH, THAT CANADA WILL NOT CURTAIL GAS EXPORTS 
DURING THE 1976-1977 HEATING SEASON. I HOPE THIS 
INDICATION IS BORNE OUT BY EVENTS. 

IT IS IMPORTANT THAT OUR NATURAL GAS DISTRIBUTORS KNOW IF 
A MASSIVE CURTAILMENT OF CANADIAN GAS EXPORTS IS LIKELY 
WITHIN THE NEXT THREE TO FIVE YEARS. 

IT IS ALSO IMPORTANT TO ASCERTAIN WHETHER CANADA. IN 
THE EVENT OF A GAS CURTAILMENT, WILL PERMIT A UNITED 
STATES AGENCY TO DICTATE THROUGH WHICH INTERNATIONAL 
GAS LINES SUCH CURTAILMENTS OCCUR. SOME SEVEN LINES NOW 
CROSS OUR BORDER, AND EFFECTIVE GAS ALLOCATION IN THE 
EVENT OF A CURTAILMENT IS IMPOSSIBLE WITHOUT CONTROL 
OVER FLOWS THROUGH EACH LINE. 

I WISH YOU A FRUITFUL STAY IN OTTAWA. 

SINCERELY, 

HUBERT H, HUMPHREY, CHAIRMAN 
END QUOTE. 

2. FOLLOWING IS DRAFT RESPONSE TO HUMPHREY LETTER YOU 
MAY WISH TO USE IN REPLY. 

QUOTE: I HAVE JUST RECEIVED YOUR LETTER OF FEBRUARY 9 
THROUGH THE DEPARTMENT OF STATE. 

I AGREE WITH YOUR ASSESSMENT COMPLETELY. MODIFICATIONS 
IN CANADIAN DOMESTIC ENERGY POLICIES CONCERNING NATURAL 
GAS LAST YEAR TO INCREASE THE WELLHEAD PRICE AND THUS 
RAISE THE RETURN TO PRODUCERS RESULTED IN A STRONG UP- 
SURGE IN NEW DRILLING FOR NATURAL GAS IN WESTERN CANADA 
THIS PAST WINTER. THE INCREASE IN NATURAL GAS PRICES 
TO CONSUMERS ALSO RESULTED IN A SHARP DECLINE IN THE 
RATE OF GROWTH IN DOMESTIC DEMAND. AS A CONSEQUENCE, 

THE POSSIBILITY OF CURTAILMENTS IN NATURAL GAS EXPORTS 
FOR THE 1976-77 HEATING SEASON HAS BEEN REDUCED CONSIDER- 
ABLY. I SHARE FRANK ZARB’S CONFIDENCE THAT CANADA WILL 
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BE ABLE TO MAINTAIN EXPORT LEVELS IN ACCORDANCE WITH 
LONG-TERM GAS CONTRACTS. 

HOWEVER, CANADIAN DEMAND FOR NATURAL GAS WILL RISE IN 
THE FUTURE. UNLESS SUBSTANTIAL NEW SUPPLIES ARE BROUGHT 
TO MARKET, THE POSSIBILITY OF EXPORT CURTAILMENTS LATER 
IN THIS DECADE REMAINS. ALSO, WE HAVE NOT YET RECEIVED 
A FORMAL ASSURANCE FROM CANADA THAT SUPPLY/DEMAND CON- 
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DITIONS WILL NOT REQUIRE ANY GAS EXPORT CURTAILMENTS 
DURING THE 1976-77 HEATING SEASON. CANADA RECOGNIZES 
THE SUBSTANTIAL IMPACT A REDUCTION IN EXPORTS OF 
NATURAL GAS WOULD HAVE ON THE US, PARTICULARLY IN BORDER 
REGIONS WHICH ARE SUBSTANTIALLY DEPENDENT ON CANADIAN 
SUPPLIES. THE CANADIAN GOVERNMENT HAS ASSURED US OF ITS 
READINESS TO CONSULT CLOSELY IF EXPORT CURTAILMENTS 
BECOME NECESSARY. WE ARE ENCOURAGED THAT CANADA SEES 
NO NECESSITY TO BEGIN SUCH DISCUSSIONS WITH US AT THIS 
TIME. 

AS YOU KNOW. NEITHER WE NOR THE CANADIAN GOVERNMENT 
CURRENTLY HAVE AUTHORITY FOR NATURAL GAS ALLOCATION. 
LACKING SUCH AUTHORITY, IT WOULD BE DIFFICULT FOR EITHER 
GOVERNMENT TO DISCUSS ALLOCATION OF REDUCED CANADIAN 
NATURAL GAS EXPORTS. WHILE CANADA HAS ASSURED US THAT 
IN THE EVENT OF A GAS CURTAILMENT IT WOULD BE PREPARED 
TO MAKE EVERY EFFORT TO CONTINUE EXPORTS THROUGH GAS 
DISTRIBUTION SYSTEMS SELECTED BY THE US, IT NOTED THAT 
TOTAL SATISFACTION OF US NEEDS MAY NOT BE POSSIBLE. 

END QUOTE. KISSINGER 
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